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AFDC recipients, At-Risk Child Care, 
or Transitional Child Care programs, 
then current fiscal year expenditures 
in this program count in their entirety, 
provided that the State has met all re-
quirements under § 263.2. 

(b) If a current State or local pro-
gram also operated in FY 1995, and ex-
penditures in this program would not 
have been previously authorized and al-
lowable under the former AFDC, JOBS, 
Emergency Assistance, Child Care for 
AFDC recipients, At-Risk Child Care, 
or Transitional Child care programs, 
then countable expenditures are lim-
ited to: 

(1) The amount by which total cur-
rent fiscal year expenditures for or on 
behalf of eligible families, as defined in 
§ 263.2(b), exceed total State expendi-
tures in this program during FY 1995; 
or, if applicable, 

(2) The amount by which total cur-
rent fiscal year expenditures for pro- 
family activities under § 263.2(a)(4)(ii) 
exceed total State expenditures in this 
program during FY 1995. 

[64 FR 17893, Apr. 12, 1999, as amended at 73 
FR 6828, Feb. 5, 2008] 

§ 263.6 What kinds of expenditures do 
not count? 

The following kinds of expenditures 
do not count: 

(a) Expenditures of funds that origi-
nated with the Federal government; 

(b) State expenditures under the 
Medicaid program under title XIX of 
the Act; 

(c) Expenditures that a State makes 
as a condition of receiving Federal 
funds under another program that is 
not in Part IV-A of the Act, except as 
provided in § 263.3; 

(d) Expenditures that a State made 
in a prior fiscal year; 

(e) Expenditures that a State uses to 
match Federal Welfare-to-Work funds 
provided under section 403(a)(5) of the 
Act; and 

(f) Expenditures that a State makes 
in the TANF program to replace the re-
ductions in the SFAG as a result of 
penalties, pursuant to § 264.50 of this 
chapter. 

[71 FR 37481, June 29, 2006] 

§ 263.8 What happens if a State fails to 
meet the basic MOE requirement? 

(a) If any State fails to meet its basic 
MOE requirement for any fiscal year, 
then we will reduce dollar-for-dollar 
the amount of the SFAG payable to the 
State for the following fiscal year. 

(b) If a State fails to meet its basic 
MOE requirement for any fiscal year, 
and the State received a WtW formula 
grant under section 403(a)(5)(A) of the 
Act for the same fiscal year, we will 
also reduce the amount of the SFAG 
payable to the State for the following 
fiscal year by the amount of the WtW 
formula grant paid to the State. 

§ 263.9 May a State avoid a penalty for 
failing to meet the basic MOE re-
quirement through reasonable 
cause or corrective compliance? 

No. The reasonable cause and correc-
tive compliance provisions at §§ 262.4, 
262.5, and 262.6 of this chapter do not 
apply to the penalties in § 263.8. 

Subpart B—What Rules Apply to 
the Use of Federal TANF Funds? 

§ 263.10 What actions would we take 
against a State if it uses Federal 
TANF funds in violation of the Act? 

(a) If a State misuses its Federal 
TANF funds, we will reduce the SFAG 
payable for the immediately suc-
ceeding fiscal year quarter by the 
amount misused. 

(b) If the State fails to demonstrate 
that the misuse was not intentional, 
we will further reduce the SFAG pay-
able for the immediately succeeding 
fiscal year quarter in an amount equal 
to five percent of the adjusted SFAG. 

(c) The reasonable cause and correc-
tive compliance provisions of §§ 262.4 
through 262.6 of this chapter apply to 
the penalties specified in paragraphs 
(a) and (b) of this section. 

§ 263.11 What uses of Federal TANF 
funds are improper? 

(a) States may use Federal TANF 
funds for expenditures: 

(1) That are reasonably calculated to 
accomplish the purposes of TANF, as 
specified at § 260.20 of this chapter; or 

(2) For which the State was author-
ized to use IV-A or IV-F funds under 
prior law, as in effect on September 30, 
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1995 (or, at the option of the State, Au-
gust 21, 1996). 

(b) We will consider use of funds in 
violation of paragraph (a) of this sec-
tion, sections 404 and 408 and other pro-
visions of the Act, section 115(a)(1) of 
PRWORA, the provisions of part 92 of 
this title, or OMB Circular A–87 to be 
misuse of funds. 

§ 263.12 How will we determine if a 
State intentionally misused Federal 
TANF funds? 

(a) The State must show, to our sat-
isfaction, that it used these funds for 
purposes that a reasonable person 
would consider to be within the pur-
poses of the TANF program (as speci-
fied at § 260.20 of this chapter) and con-
sistent with the provisions listed in 
§ 263.11. 

(b) We may determine that a State 
misused funds intentionally if there is 
supporting documentation, such as 
Federal guidance or policy instruc-
tions, precluding the use of Federal 
TANF funds for such purpose. 

(c) We may also determine that a 
State intentionally misused funds if 
the State continues to use the funds in 
the same or similarly improper manner 
after receiving notification that we had 
determined such use to be improper. 

§ 263.13 Is there a limit on the amount 
of Federal TANF funds that a State 
may spend on administrative costs? 

(a)(i) Yes, a State may not spend 
more than 15 percent of the amount 
that it receives as its adjusted SFAG, 
or under other provisions of section 403 
of the Act, on ‘‘administrative costs,’’ 
as defined at § 263.0(b). 

(ii) Any violation of the limitation in 
paragraph (a)(i) of this section will 
constitute a misuse of funds under 
§ 263.11(b). 

(b) Expenditures on the information 
technology and computerization need-
ed for tracking and monitoring re-
quired by or under part IV-A of the Act 
do not count towards the limit speci-
fied in paragraph (a) of this section. 

(1) This exclusion covers the costs for 
salaries and benefits of staff who de-
velop, maintain, support or operate the 
portions of information technology or 
computer systems used for tracking 
and monitoring. 

(2) It also covers the costs of con-
tracts for development, maintenance. 
support, or operation of those portions 
of information technology or computer 
systems used for tracking or moni-
toring. 

§ 263.14 What methodology shall States 
use to allocate TANF costs? 

States shall use a benefiting program 
cost allocation methodology consistent 
with the general requirements of OMB 
Circular A–87 (2 CFR part 225) to allo-
cate TANF costs. 

[73 FR 42721, July 23, 2008] 

Subpart C—What Rules Apply to 
Individual Development Ac-
counts? 

§ 263.20 What definitions apply to Indi-
vidual Development Accounts 
(IDAs)? 

The following definitions apply with 
respect to IDAs: 

Date of acquisition means the date on 
which a binding contract to obtain, 
construct, or reconstruct the new prin-
cipal residence is entered into. 

Eligible educational institution means 
an institution described in section 
481(a)(1) or section 1201(a) of the Higher 
Education Act of 1965 (20 U.S.C. 
1088(a)(1) or 1141(a)), as such sections 
were in effect on August 21, 1996. Also, 
an area vocational education school (as 
defined in subparagraph (C) or (D) of 
section 521(4) of the Carl D. Perkins 
Vocational and Applied Technology 
Education Act (20 U.S.C. 2471(4)) that is 
in any State (as defined in section 
521(33) of such Act), as such sections 
were in effect on August 21, 1996. 

Individual Development Account (IDA) 
means an account established by, or 
for, an individual who is eligible for as-
sistance under the TANF program, to 
allow the individual to accumulate 
funds for specific purposes. Notwith-
standing any other provision of law 
(other than the Internal Revenue Code 
of 1986), the funds in an IDA account 
must be disregarded in determining eli-
gibility for, or the amount of, assist-
ance in any Federal means-tested pro-
grams. 
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